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Partnership
• Our guaranteed housing program represents 

an exciting partnership between the private 
and federal sector

• Private loan $

• Backed by Federal guarantee

• Serviced by the private sector



Consumer Cost Comparison
Rates/Terms 30 yrs. 4.87% 30 yrs 4.87% 30 yrs. 4.87%
Purchase Price 75,000.00$           75,000.00$        75,000.00$        
Downpayment 0% 3% 2,250.00$         5% 3,825.00$         
Adm. Fee/Closing 2.00% 1,500.00$           1.50% 1,130.00$       0% -$                 
Closing Costs 1,500.00$             1,500.00$         1,500.00$         
Total $ borrowed 78,000.00$        75,380.00$        72,675.00$        

Monthly Payment:
P/I Pmt. 413.40$               398.69$            384.38$            
Tax/Insurance 95.00$                 95.00$              95.00$              

   PMI Insurance -$                    32.41$            31.25$            
Total monthly pmt. 508.40$              526.10$            510.63$            
Upfront cost to 
borrower: $0.00 2,250.00$         3,825.00$         

1,500.00$           13 yrs. 6,186.00$       11 yrs. 4,125.00$       
Note:  FHA principal pay down to 80% of AMV would take @13 years.  MGIC principal pay down
          to 80% of AMV would take @11 years.  Once principal balance reaches 80% of AMV,
          monthly PMI is dropped from payment.

RD  - 100% Financing FHA - 97% Financing MGIC - 95% Financing

Total Adm. 
fees/PMI fees 



Adjusted Family Income
Income
$60,000   Wages
$  6,000   Part-time
$  2,600 Child Support
$68,600   Total Income

Adjusted Family Income:  $68,600 - $4,860 = $63,740.

Maximum AFI for Penobscot County( non MSA ) for   
Family of 4 is $66,700.

Deductions

$   960  2 Children @ $480ea

$3,900 Babysitting @ 75/w

$4,860  Total Deductions



Eligibility Website

For “On Line” access to income guidelines, 
ineligible area maps and descriptions and a 
new income eligibility calculator, log on to:

http://eligibility.sc.egov.usda.gov/eligibility



Debora Berry
Oxford, Franklin, Kennebec, Lincoln, 

Androscoggin



OBJECTIVE

To provide assistance to applicants in 
obtaining adequate, modest, decent, safe, 
and sanitary dwellings and related facilities 

for their own use in rural areas by 
guaranteeing sound Rural Housing loans, 

which otherwise would not be made 
without a guarantee



Eligible Loan Purposes
• Purchase New Dwelling

• Purchase Existing Dwellings

• Purchase and Repair Existing Dwellings

• Manufactured Homes

• Condominiums

• Townhouses

• Refinance



Eligible Loan Purposes
Loan Closing Costs, which may include:

•Attorney Fees

•Title Clearance

•Appraisal

•Survey

•Guarantee Fee



All Loans

• Lot value must be 30% or less of Total 
Value of the Property
– Unless property cannot be subdivided AND
– Value of the site is typical for the area
– Exceptions must be documented

• Property must be located in an Eligible 
Area



Androscoggin County Ineligible Area

Lewiston / 
Auburn



Cumberland County Ineligible Area

Portland / 
South Portland



Penobscot County Ineligible Area

Bangor



York County Ineligible Area

Saco / 
Biddeford



Eligible Area Maps Website

For “On Line” access to income guidelines, 
ineligible area maps with text descriptions, 
and a new income eligibility calculator, log 
on to:

http://eligibility.sc.egov.usda.gov/eligibility



Purchase New
Includes Modular and Stick Built Homes

less than 1 year old

•Plan Certification
•Must meet CABO one and two 
Family Dwelling Code for Single 
Family Housing 1995 edition
•CABO Model Energy Code, 
1992 Edition (Thermal 
Standards)



• Site Evaluation (HHE 200)

• Three required Inspections during 
construction phase

- Foundation
- Shell
- Final

• Inspections must be completed by 
inspector deemed qualified by the lender



Warranties
• Builders Warranty

One year Warranty provided by Contractor

• Insured 10 Year Warranty
Eliminates the requirement for Foundation 
and Shell Inspections 

RD Instruction 1924-A, Exhibit L
Approved 10 year Warranty Companies



Purchase New Summary
• Certified Building Plans and Specifications
• Three required Inspections

- Foundation - Shell - Final
• Rural Development Thermal Standards
• Qualified Inspector
• Water and Waste Water  Disposal Systems have 

been approved
• One Year Builder Warranty
• If an insured 10 (yr) warranty is supplied, the 

foundation and shell inspection are not required



Existing Dwellings

• Existing dwelling, must 
meet requirements of HUD 
Handbooks 4150.2 and 
4905.1 

(1-800-767-7468)
• RHS Thermal Standards
• Adequate Water and 

Waste Water Disposal 
Systems



• Documentation
– HUD VC Sheets 
– Property Inspection Report

• All required development must be 
completed

Or
• New England Escrow Waiver Program



New England Escrow Waiver Program
3 Year Pilot Program for New England 

States Allows escrow for development after    
closing for existing dwellings

• Does not replace escrow 
requirements for seasonal delays

• Complete within 180 days 
• Cannot affect health & safety of 

housing occupants
• Requires written consent from RD 

prior to RD issuing the Loan Note 
Guarantee



Wood 
Destroying 

Insects

Cumberland and York 
Counties Only



Prohibited Loan Purposes

• No Income Producing Properties

• No In-ground Swimming Pools

• No Properties in flood hazard areas



Manufactured Homes
• Homes must be new

• Must be placed on private lot

• Put on a permanent, 
approved foundation

• Purchased through an 
approved dealer/contractor, 
and

• Must meet FMHCSS 
standards



Approved Dealer/Contractors
Al Benner Homes Maine Source
Holden Poland 

Ames Home Center Ray’s Homes
Canaan Warren

Boggs Homes Ralph’s Homes
Warren Waldoboro

Friendship Homes, Inc Southern Maine Homes
Hollis Lyman



Condominium & Townhouses
• Must be served by a homeowners association

• Homeowners Association must be under control 
of the homeowners

• Established Escrow Account

• Approved by HUD, VA, Fannie Mae, or Freddie 
Mac

• Acceptable Appraisal Reports



Refinance
• Must be currently financed through Rural 

Development’s Direct or Guaranteed 
Single Family Housing Program

• Guarantee Fee is .5 Percent
• Term must be 30 years on new loan
• Interest rate cannot exceed the rate on the 

existing loan
• Cannot refinance home equity seconds or 

provide cash out to applicant



Veronica Iannetta
Cumberland, York & Sagadahoc



Rates, Terms & Fees
• Interest Rate:

– must be fixed for the entire note. 

• Terms of Loan Repayment:
– The term of the loan must be for 30 years.

• Guarantee Fee:
– One time non-refundable fee equal to 2% of the 

loan.  The fee is .5% of the loan amount for 
refinancing RD direct and guaranteed loans.  

– The guarantee covers 90% of the original loan 
amount.  The fee may be passed on to the 
borrower.  There are no monthly charges.



Rates, Terms & Fees
• To calculate a loan amount which includes the fee, 

divide the original principal loan amount by .98 (1.00 
less the .02 fee rate), and round to the nearest cent.

$91,500/.98 = 93,367.35
Loan with fee $93,367.35 x .02 = $1,867.35

GRH Fee Calculator 01-24-05.xls

• Charges and fees may be established by the Lender 
for the loan, provided they do not exceed those 
charged other customers for similar transactions.  



Rates, Terms & Fees
• Appeals:

– The borrower and lender can jointly appeal a RD 
administrative decision which directly or adversely 
affects them.

– Only the Lender may appeal cases where RD has 
reduced or denied the amount of a loss payment 

– The applicant has no appeal rights to RD regarding the 
Lender’s loan making and servicing actions.

• Escrows:
– Real Estate Taxes & Homeowners Insurance
– May be established to insure the completion of exterior 

items which cannot be completed due to weather



Appraisals
• Lender will submit a copy of an appraisal of all property 

serving as security for the proposed loan with request for 
LNG.

• Acceptable appraisal forms:
Uniform Residential Appraisal Report (URAR)(Freddie Mac Form 

70/Fannie Mae Form 1004).
Desktop Underwriter Quantitative Analysis Appraisal Report (Fannie 

Mae Form 2055)
Loan Prospector Quantitative Analysis Appraisal Report (Freddie Mac 

Form 2055)
Individual Condominium Unit Appraisal Report (Fannie Mae Form 1073, 

Freddie Mac Form 465) for individual condominium units only.

• RD does a desk review prior to issuance of CC.  Field review of 

at least one appraisal by each appraiser each year.



RD Review of Applications
Lender submits application 
package to RD Area Office

RD reviews it for completeness &
Determines whether the proposed loan is to an eligible

Applicant and for an eligible loan purpose

RD will notify the Lender within 2 business days 
of receipt of a complete application of their decision



RD Review of Applications
Incomplete Applications -

• RD will contact Lender by telephone.  Incomplete 
applications will be returned to the Lender if the package 
will not or cannot be made complete within 3 working 
days.

Denial –

• If RD determines it is unable to guarantee the loan, the 
Lender will be informed in writing.  Such notification will 
include the reasons for denial and appropriate appeal 
or review rights.



RD Review of Applications

Issuance of Conditional Commitment –

• RD determines they will guarantee loan
• Prepares Form RD 1980-18 “Conditional 

Commitment for Single Family Loan Guarantee”
• Lists all approval requirements
• CC is valid for 90 days with an option by RD to renew 

for an additional 90 days



RD Review of Applications
Accepting Conditions –

• After reviewing the conditions of the CC, the lender 
may proceed with loan closing

• Any revisions to the terms of the CC must be 
approved by RD and Form RD 1980-18 must be 
revised

Canceling the Commitment –
• If prior to loan closing the Lender decides they no 

longer want the LNG, RD approval official should be 
notified



Requirements for Issuance of 
Loan Note Guarantee

1. Lender Certification
2. Inspections
3. Plans for Marketing
4. Lender File
5. Reporting Loan Closing
6. RD Review



Loan Workflow
LENDER: RD: LENDER:

Takes application Receives CCReviews loan and 
obligates guarantee Closes the loanReserves funding by faxing 

form 1980-86

Submits loan package
To RD for review

Obtains required 
documentation

Underwrites loan reviewing 
it for RD guidelines

Sends closing package 
w/Guar Fee

to RD area office

Issues CC 
w/in 48 hrs

1. Lender Certification (Reverse of Form 1980-18)
2. Loan Closing report (Form 1980-19)
3. A copy of the Promissory Note
4. A copy of the Mortgage
5. Any other conditions listed in the CC
6. Lender’s Certification of Inspections 

(Exhibit B if applicable)
7. Form 1980-11 (GRH Lender Record Change)

if loan/servicing is sold



Loan Workflow

RD: RD:LENDER:
Reviews 10% outstanding

loans serviced by
lender every 2 years

Reviews Closing Package
May sell loan/servicing 
to secondary mortgage 

market or servicing lender
Issues Loan Note Guarantee

(Form 1980-17)

Services loans in accordance
with RD Instruction 1980.370-.377



Judy Gengler
Aroostook, Washington, Northern Penobscot



Forms to be Completed by Lender
• 1980-86 “Request for Reservation of 

Funds”
• AD-1048 “Certification Regarding 

Debarment”
• 1980-21 “Request for Loan Note 

Guarantee”
• 1980-19 “Closing Report”





Rural Development 
Guaranteed Loan 

Checklist 
 
 
Applicant’s Name:                 Joe Applicant 
 
CAIVRS Number:            A01234567                      Age:          41 
 
Co-Applicant’s Name: _________________________________________ 
 
CAIVRS Number: __________________________Age: _______________ 
 
 
 
 
Original Form RD 1980-21, Request/Privacy Act (Rev 1/03):         __X__ 
 
Uniform Residential Loan Application  (Signed)            __X__ 
   
Appraisal Report:                                                                                 __X__
 
FEMA Form 81-93 (Rev 6/95):                                                           _ _X__
 
Credit Report:                                                                                       __X__
 
Income Verifications:                                                                           __X__
 
Purchase Agreement (with legal description):                                  __X__
 
Form AD-1048 (Rev 1/92):                                                                  __X__ 
 
Signed Underwriting Analysis:              __X__ 
(Credit worthiness, repayment ability, security value) 
 
 









VERIFICATION OF EMPLOYMENT 
 

 Form RD 1910-5, “Request for Verification of Employment, “ (or the 
equivalent HUD/FHA/VA or Fannie Mae form) and the most recent 
paycheck stub 

 
Or 

 
 Paycheck stubs or payroll earnings statements covering the most recent 

30-day period, and W-2 tax forms for the previous 2 tax years, and a 
telephone verification of the applicant’s current employment 

 
Or 

 
 Electronic verification or other computer generated documents accessed 

and printed from an Intranet or Internet, and W-2 tax forms for the 
previous 2 years, and a telephone verification of the applicant’s current 
employment 







Common Missing Items

• Income Documentation
• Documented Waiver Requests 

(Credit, Ratios)
• Legal Descriptions
• Pest Inspections (York & Cumberland)



Rural Development 
Guaranteed Rural Housing Loan 

Closing Package Checklist 
 
 

 
 
Borrower’s Name:  ___________________________________________________________ 
 
Lender Contact:     ___________________________________________________________ 
 
Tele: _______________________________    Fax: _________________________________ 
 
 
 
 
 
Copy of Signed Promissory Note       ___________ 
 
Copy of Signed Real Estate Mortgage  

(all pages with legal description)      ___________ 
 
Form 1980-19, Guaranteed Loan Closing Report (rev. 6/00)   ___________ 
 
Guarantee Fee Check  

(made payable to Rural Development)      ___________ 
  
Form 1980-18, Conditional Commitment for Single  

Family Housing Loan Guarantee      ___________ 
 
For any conditions that were listed on Form 1980-18 

provide evidence that conditions have been met    ___________ 
 
 











Rural Development Website

www.rurdev.usda.gov/me



Rural Development’s 
Maine Web Page 
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